




NSTAR Electric 
NSTAR Gas Company 

Department of Telecommunications and Energy 
D.T.E. 05-85 

Information Request:  DTE-2-1 
December 13, 2005 

Person Responsible:  Geoffrey O. Lubbock   
Page 1 of 1 

 

Information Request DTE-2-1 

Refer to Section 2.32 of the Settlement.  Please: 
     

(a)  Define the criteria NSTAR Electric and the Attorney General plan to use to 
determine whether the initiatives are successful.  

(b)  Explain NSTAR Electric’s understanding of the Department’s role in evaluating 
the effectiveness of the initiatives as well as the calculation of customer benefits. 

(c)  Elaborate on the litigation costs including, but not limited to, the types of costs 
included, documentation of costs, and timing of recovery. 

 
Response 

(a)  The criterion for determining whether an initiative is successful is whether there 
are demonstrable customer benefits.  The electric market is extremely complex, 
and NSTAR Electric and the Attorney General recognize that because of this 
complexity, there will not be a single formula that is appropriate to measure if an 
initiative is “successful.”  Nevertheless, NSTAR Electric and the Attorney 
General believe that opportunities exist to mitigate unnecessary costs that are 
borne by customers, and that they will work together to define and to quantify 
the success of initiatives pursued by NSTAR Electric. 

(b)  As described in paragraph 2.32 of the Settlement Agreement, if NSTAR Electric 
and the Attorney General are unable to reach agreement, NSTAR Electric may 
make a filing at the Department to demonstrate the benefits that the customers 
have received “from reductions in the costs of energy, capacity reserves ad 
operating reserves that result from reducing transmission constraints and market 
inefficiencies.”  In these circumstances, NSTAR Electric must demonstrate to the 
Department that an NSTAR Electric initiative has successfully achieved 
customer benefits.  Additionally, in accordance with paragraph 2.36 of the 
Settlement Agreement, mechanisms proposed to collect incentives are subject to 
Department review and approval. 

(c) NSTAR Electric generally recovers all of its FERC litigation cost in its 
transmission cost of service.  As part of the Settlement Agreement, NSTAR 
Electric has agreed to forgo recovery of 25 percent of its FERC litigation cost 
relating to challenging market inefficiencies and reducing transmission 
constraints at FERC.  These litigation costs are generally composed of fees paid 
to outside counsel and outside consultants.   
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Information Request DTE-2-2 

Refer to Section 2.33 of the Settlement.  Please: 
 

(a) Define “a program,” elaborating on the scope and the purpose of the 
program and identifying any specific possible components of the program 
(e.g., infrastructure improvements, dispatch model improvements, load 
power factor correction, etc.). 

 
(b) Identify those types of program components the costs of which are 

currently not recoverable through existing FERC or Department tariffs.  
Would approval of the Settlement result in potential double recovery of 
NSTAR Electric costs?  If not, please explain why not.   

 
(c) To the extent that the program involves the following components, (1) 

transmission, (2) distribution, (3) dispatch, and (4) demand response, 
identify the types of corresponding upgrade projects for each component 
and the reasonable types of costs for which NSTAR Electric would seek 
recovery through this mechanism. 

 
(d) Describe potential “incentive mechanisms” and explain how NSTAR 

Electric would interact with the Department with regard to program 
implementation if NSTAR Electric and the Attorney General (1) agree on 
the incentive mechanisms or (2) disagree on the incentive mechanisms.  

 
Response 

(a)  The purpose of paragraph 2.33 is to develop a “program,” which will be a 
dispatch model or other market-simulation analytical tool, to identify root 
causes of market uplift.  The paragraph is not meant to propose specific 
“programs” to address uplift costs.  Such costs are defined as the 
difference between the unconstrained marginal cost dispatch and the 
actual dispatch at market prices, including all ancillary costs.  Such a 
program would identify the size of the market uplift and the various 
factors that contribute to such costs.  Only after the costs have been 
identified can a holistic plan be incorporated to address the market 
inefficiencies. As described in paragraph 2.33 of the Settlement 
Agreement, NSTAR Electric and the Attorney General agree to work 
together to develop such a program.  Accordingly, it has not yet been 
developed and cannot be described with more specificity.   

 



NSTAR Electric 
NSTAR Gas Company 

Department of Telecommunications and Energy 
D.T.E. 05-85 

Information Request:  DTE-2-2 
December 13, 2005 

Person Responsible:  Geoffrey O. Lubbock   
Page 2 of 2 

 

(b)  Incremental costs to develop the market analysis tools would be eligible 
for recovery, subject to review and approval that the costs are 
“reasonable”.  There is no regulatory mechanism to recover such 
incremental costs from distribution rates going forward, absent this term.  
If any of these costs are recoverable in FERC rates (or otherwise), 
paragraph 3.8 of the Settlement Agreement would specifically prohibit 
any double recovery. 

 
(c) As described in (a), above, the program is an analytical tool, only.  
 
(d)  Once the “program” identifies areas of high uplift costs, NSTAR Electric 

will work with the Attorney General and the Department (see the 
response to Information Request DTE-2-5) to propose market rule 
changes or incentives to market participants to encourage improved 
market responses.   
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Information Request DTE-2-3 

Refer to Section 2.34 of the Settlement.  Please: 
 

(a) Define “unnecessary Reliability Must Run (“RMR”) costs” as used in the 
first sentence. 

 
(b) Describe potential “incentive mechanisms.” 

 
Response 

(a)  An “unnecessary” RMR cost can occur if an RMR contract is approved 
by FERC where the generator’s eligibility or the level of cost recovery is 
not justified.   

 
(b)  As described in paragraph 2.34 of the Settlement Agreement, NSTAR 

Electric and the Attorney General have agreed to work together to 
develop such programs.  Accordingly, they have not yet been developed 
and cannot describe them with more specificity.  The intent of an 
incentive mechanism is similar to that described in the response to 
Information Request DTE-2-1, in which NSTAR Electric would share in 
the demonstrated customer benefits resulting from its actions. 
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Information Request DTE-2-4 

Refer to Sections 2.32, 2.33 and 2.34 of the Settlement.  Please state whether and if so, 
when, NSTAR Electric plans to seek Department input concerning the following: (1) 
litigation at the FERC or otherwise, (2) the development of market dispatch 
improvement programs, and (3) minimizing unnecessary RMR costs.  
 

Response 

For market-structure issues that involve policy matters for which the Department is not 
the final adjudicator, NSTAR Electric would, as it has in the past, confer with the 
Department and exchange views.  The precise timing of such discussions is dependent 
on the forum and process by which the issue develops. 
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Information Request DTE-2-5 

Refer to Section 2.35 of the Settlement.  Please: 
 

(a) Provide some hypothetical examples of this calculation. 
 

(b) Confirm that a deferral mechanism will not be used 
 

(c) Explain how NSTAR Electric plans to quantify benefits associated with 
the initiatives discussed in Sections 2.32, 2.33, and 2.34.  Does NSTAR 
plan to reconcile the benefit calculation? 

 
Response 

(a)  If the total customer savings from an initiative are $3.6 million, NSTAR 
Electric would receive an incentive of $900,000  ($3.6 million x 25 
percent) and customers would retain the remaining $2.7 million ($3.6 
million x 75 percent).  The recovery of the incentive would be $300,000 a 
year, starting the year after the savings have been agreed to or approved 
by the Department. 

 
(b)  If the Department approves recovery each year as described above, there 

would be no deferral. 
 

(c) Please see the responses to Information Requests DTE-2-1, DTE-2-2 and 
DTE-2-3. 
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Information Request DTE-2-6 

Refer to Section 2.19 of the Settlement.  The Settlement states that the Restructuring 
Settlement established an $8 million storm reserve fund pursuant to D.P.U./D.T.E. 96-
23, at 68.  D.P.U./D.T.E. 96-23, at 70 indicates the “provision for a storm fund will 
remain in effect through December 31, 2000.”  Please provide the authorization allowing 
the storm fund to continue from then to the present. 
 

Response 

The Department’s order in D.P.U./D.T.E. 96-23 notes correctly that the settlement 
agreement in that case is silent on the continuation of the fund after December 31, 2000.  
See Attachment DTE-2-6(a) for the relevant excerpt from the Department’s order.  In 
fact, that settlement agreement does not require the storm fund to terminate on 
December 31, 2000, and the phrase of the order referenced in the question above refers 
to “delivery rates” remaining in effect through December 31, 2000, and not that the 
storm fund would terminate on December 31, 2000.  Attachment 2 to that settlement 
agreement has no such term limitation.  See Attachment DTE-2-6(b) for the relevant 
provision.. 
 
Thus, the settlement agreement in D.P.U./D.T.E. 96-23 has no termination date for the 
storm fund nor did the Department impose such limit.  Although the Department is not 
bound to maintain the existence of a storm fund in perpetuity under the terms of that 
settlement agreement, it would have to take action to terminate the existing storm fund 
and to provide for the terminal accounting of the fund. 

 
 



                                                      Attachment DTE-2-6(a)
 
D.P.U./D.T.E. 96-23                                    Page 70  
  
argues that the storm fund provision adds value to the Settlement  
because, without any effect on rates, it allows the Company to  
accrue expenses to the fund and thus smooth out the effect of  
storms and reduce the potential for future rate increases due to  
storms (id.).  
               c.   Analysis and Finding  
  
     The proposed standard offer retail delivery rates, which  
include provision for a storm fund, will remain in effect through  
December 31, 2000. The Settlement is silent on the storm fund's  
continuation after that date. The Department notes that the Act  
also is silent on the issue of establishing storm funds. The  
creation of a storm fund was the result of a balancing of interests  
among various parties. A storm fund will help maintain quality of  
service and address some of the staffing issues raised by the  
Unions. Further, the Low Income Intervenors' concern that BECo is  
proposing an additional $3 million per year to cover storm expenses  
is unfounded. In fact, following a storm, BECo will restore the  
balance to $8 million by using funds from distribution expense  
  
accounts up to a maximum of $3 million per year (Exh. BEA, at  
224-225). As the Company points out, this replenishment will occur  
without any increase in customer rates. The Department finds that  
this balancing of interests produced a just and reasonable result  
and is therefore in the public interest. Our acceptance of the  
Settlement here does not bind the Department to perpetuate the  
existence of a storm fund in future rate or any other proceedings.  
See Dover Water Company , D.P.U. 90-86, at 4-5 (1990). Accordingly,  
considering a balancing of interests among the various parties, the  
Department finds that this provision is in the public interest.  
  

Page 1 of 1DEPARTMENT OF PUBLIC UTILITIES D.P.U./D.T.E. 96-23 January 28, 1998
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Establishment of Storm Contingency Fund 

Policies and Procedures 

 
Boston Edison Company shall establish an $8M storm contingency fund to pay for 

the incremental operations and maintenance (O&M) costs incurred by the Company as the 
result of major storms. Major storms shall be defined as those storms with incremental 
O&M costs over $1.0 million occurring after the date the settlement proposal is approved 
by the Department of Public Utilities (DPU). The fund shall be established and maintained 
as follows: 
 
1. Effective upon DPU approval of this agreement, Boston Edison. will initially fund the 

storm contingency fund with an $8 million contribution from proceeds received by the 
Company through the sale of Clean Air Act Emission Allowances. After storm costs 
have been paid from the fund, Boston Edison. will restore the balance to a level of $8M 
by contributing funds from distribution maintenance expenses up to a maximum of $3M 
a year until the fund reaches the $8M level. The accounting entry to record any funding 
from distribution maintenance expenses will be booked as follows: 

 
DR Account 598 Maintenance of Misc. Distribution Plant 
CR Account 254 Storm Contingency Fund 

 
2. Upon the occurrence of a major storm, all incremental O&M costs incurred as a result 

of the storm shall be offset against the balance in Account 254 (storm contingency 
fund). Incremental O&M costs are defined as the costs which Boston Edison. will incur 
as a direct result of a storm which are over and above Boston Edison.'s normal costs of 
doing business. These costs shall include such things as overtime paid to employees to 
restore service to customers, rest time wages incurred as a result of storm restoration 
(as stipulated in union contracts), outside vendor costs, lodging and meal charges, 
material and supply charges, and other related miscellaneous storm costs. The storm 
fund is not intended to reimburse Boston Edison. for incremental capital costs. The 
accounting entry to record the incremental costs up to the amount in the storm fund 
will be the following: 

DR Account 254 Storm Contingency Fund
DR Account 407.3 Regulatory Debits - Storm Fund 
CR Account 407.4 Regulatory Credits - Storm Fund 
CR Account 131 Cash

3. If the cumulative incremental costs of major storms exceed the balance in Account 
254 (storm contingency fund), such excess shall be deferred by Boston Edison. by a 
debit to Account 182, Deferred Charges - Storm Fund. Interest on the remaining 
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balance will be accounted for as described in item 4. The accounting entry to record 
the excess costs will be the following: 

 
DR Account 182.3 Deferred Charges - Storm Fund 
CR Account 131 Cash 

 
 
4. Interest shall be accrued monthly on any positive or negative balance in the fund, 

calculated in accordance with the Terms and Conditions for interest expense on 
customer deposits. The accounting entry on Boston Edison.'s books shall be: 

 
DR Account 431 Other Interest Expense 
CR Account 254 Storm Contingency Fund 

 
If the fund is in a negative position, the entry on Boston Edison.'s books will be: 

 
DR Account 182.3 Deferred Charges - Storm Fund 
CR Account 419 Interest Income 

 
5. Within six months of the occurrence of a major storm, Boston Edison. will file an 

account documenting all amounts charged to the fund with the DPU and Attorney 
General (AG). The DPU or the AG may challenge any items charged to this account 
by filing notification with the Company within 90 days of the Company's filing. 
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Information Request DTE-2-7 

Refer to Section 2.19 of the Settlement.  How many times has BECo used the storm fund 
since its authorization under D.P.U./D.T.E 96-23?  How many dollars were transferred 
out of the storm fund and how was it replenished for each event?. 
 

Response 

Boston Edison has used the storm fund once since its authorization under D.P.U./D.T.E 
96-23.  Please see Attachment DTE-2-7 for the report provided to the Department 
regarding the March 2001 storm event. 
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Information Request DTE-2-8 

Refer to Section 2.20 of the Settlement.  Please:  
 

(a) State, and provide complete and detailed documentation of, the total 
amount of emission credits that have been sold to date. 

 
(b) Explain how the replenishment funds are derived.   

 
 (c) Explain the current rate making treatment of the emission credits. 
 

Response 

(a) Please see Attachment DTE-2-8 for the complete and detailed 
documentation of, the total amount of emission credits that have been 
sold to date for Boston Edison.  

 
(b) Boston Edison. replenishes the storm fund in accordance with the 

D.P.U./D.T.E 96-23 Settlement Agreement by using funds from 
distribution expense accounts up to a maximum of $3 million per year.  
This replenishment occurs without any increase in customer rates.  Please 
see Attachment DTE-2-7 for how the storm fund mechanism was 
replenished in 2001.   

 
(c) Emission credits for Boston Edison are reflected as an other regulatory 

liability, account 254, as shown in the FERC Form 1 page 278.  For 
Commonwealth and Cambridge, emission credits have been flowed back 
to customers through their respective Transition Charges. 
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Information Request DTE-2-9 

Refer to Article 2.20 of the Settlement.  Do Cambridge and Commonwealth have storm 
funds? If the answer is yes, please state the amounts of those funds, how they are funded 
and when and how they were authorized.  If the answer to the above question is no, 
explain how Cambridge and Commonwealth fund storm repair expenses. 
 

Response 

Cambridge and Commonwealth do not have storm funds.  Cambridge and 
Commonwealth fund storm repair expenses through normal operations and maintenance 
expenses. 
 
 
 




